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February 12, 1998

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street. NW
Room 222
Washington, DC 20554

Ex Parte Statement
Docket CCBiCCP 9730
Reciprocal CompensatIon

Dear Ms. Salas:

On Wednesday, February 1L 1998, Ms. Lynn Starr. Executive Director - Federal
Relations, Mr. Jim Smith. Director - Federal Relations and I met, in separate meetings.
with Mr. Tom Power, Legal Advisor to Chairman Kennard and Mr. Kyle Dixon. Legal
Advisor to Commissioner Powell, to discuss Ameritech's position in the above
referenced docket. The attached material was used as part of our discussIon.

Sincerely.
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Kvle Dixon



RECIPROCAL COMPENSATION TALKING POINTS
CCB/CCP 97-30

Reciprocal compensation applies to "traffic that originates and
tenninates within a local area."

FCC Has Always Treated ISP Traffic as Access Traffic

• Current treatment of ISP traffic dates back to 1983 when FCC created the Part
69 access charge regime. FCC decided to exempt ESPs from having to pay
access charges. It did so on policy grounds - to avoid imposing rate shock on
a fledgling industry.

• Importantly, the FCC made it clear that it nevertheless considered ESP
traffic to be access traffic: "Among the variety of users of access service
are ... enhanced service providers[. J"

• Since then the FCC has continued to characterize ESP traffic as access traffic. In
1987, it issued an NPRM in which proposed to lift the ESP access charge
exemption. Obviously, it could not and would not have done so if it
considered this to be "local" traffic. And lest there be any doubt, this is what
the Commission said in that NPRM:

"We are concerned that the charges currently paid by enhanced
service providers do not contribute sufficiently to the costs of the
exchange access facilities they use in offering their services to the
public. As we have frequently emphasized in our various access
charge orders, our ultimate objective is to establish a set of rules
that provide for recovery of the costs of exchange access used in
interstate service in a fair, reasonable, and efficient manner from
all users of access service, regardless of their designation as
carriers, enhanced service providers, or private customers.
Enhanced service providers, like facilities-based interexchange
carriers and resellers, use the local network to provide interstate
services. To the extent that they are exempt from access charges,
the other users of exchange access pay a disproportionate share
of the costs of the local exchange that access charges are
designed to cover." (2 FCC Red at 4306)

• The FCC ultimately had to maintain the ESP exemption due to
tremendous political pressure. The R&O cites policy grounds for



continuing the exemption. Never did it suggest that the traffic was
"local."

• More recently, in the Access Reform Order the Commission again cited policy
reasons to justify its decision to continue exempting ISPs from the access
charge regime. It noted, for example, that, even with access reform, access
charges are not, in all respects, cost-based. It also stated that LECs hadn't
shown that they would face uncompensated costs if ISPs continued not to pay
access charges - a statement which, of course, is absurd if ISP traffic is not
only exempt from access charges, but triggers recip comp obligations.

• Notably absent from these decisions is a determination that traffic to ISPs is,
in fact local traffic, rather than access traffic. Instead, in each case, the
Commission granted or perpetuated an exemption from the access charge
regime based solely on pragmatic and political considerations regarding the
impact of existing access charges on the ISP industry. Moreover, in each case.
the Commission specifically held out the possibility that access charges, albeit
perhaps a modified, more cost-based access charge might be applied in the
future.

• The OPP Working Paper "Digital Tornado" recognizes that ISPs do not now
pay access charges because of this access charge exemption:

"Because Internet access is understood to be an enhanced service
under FCC rules, ISPs are treated as end users, rather than
carriers, for purposes of the FCC's interstate access charge rules.
This distinction, created when the FCC established the access
charge system in 1983, is often referred to as the "ESP
exemption." (at 50)

Calls to ISPs are not separate, Illocal" calls, but part of a
single, interstate transmission

• CLECs - ignoring the reason ISPs do not pay access charges - claim that an
Internet call actually consists of two calls - the call to the ISP and a separate
call from the ISP to the Internet. They argue that an ISP's use of LEC facilities
is analogous to a call to a librarian, who checks on the availability of a book
by querying a database, or a travel agent, who makes another call to make a
reservation and thf~n relays the information back to the customer. These
claims are wrong.

• They are inconsistent with FCC's own characterization of Internet traffic,
wherein FCC made it clear that the user (not the ISP) accesses the Internet:
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Non-Accounting Safeguards Order: "The Internet is an
interconnected global network of thousands of interoperable
packet-switched networks that use a standard protocol ... to
enable information exchange. An end-user may obtain access to
the Internet from an Internet service provider, by using dial-up
or dedicated access to connect to the Internet service provider's
processor. The Internet service provider, in tum, connects the
end-user to an Internet backbone provider that carriers traffic to
and from other Internet host sites.'

OPP Working Paper 29 (Digital Tornado) describes in various
places how users access internet sites (e.g. at 45: "One Internet
"call" mav connect the user to information both across the street.'
and on the other side of the world[.]" "Users generally ... access
various Internet sites during the course of a single connection.")
(See also at 18)

• They are also flatly inconsistent with longstanding principle that for purposes
ofdetennining the boundaries ofa communication, a communication "terminates" at
its ultimate destination, not at an intennediate switching point.

• Teleconnect: LEes argued that service involved 2 calls because user
had to dial two different numbers and since first end was provided by
contract between AT&T and Teleconnect and second end was
provided bv contract with customer

Teleconnect background: When the CCl was first established, the originating and
tenninating CCL charges were the same. During the 19805 to prevent uneconomic bypass, the
FCC decided to reduce originating CCl charges and raise the tenninating CCL 800 calls, though.
presented a problem since 800 calls were usually tenninated on a special access line ( a closed
end). To remedy situation, FCC held that for calls with just 1 open end, the higher CCl rate
should be assessed on whichever end was open. AT&T then introduced Readyline service,
which terminated on open end. To originating lEC, this looked like normal 800 call and it
assessed higher eCL To terminating LEC, it looked like MTS call, and it assessed higher CCL
FCC held that it was unlawful to assess higher Cel on both originating and terminating end and
required accounting

Teleconnect provides nationwide 800 travel service Call is initiated by end user on open
end and is routed to AT&T Megacom 800 line. It is then carried by AT&T, delivered to LEe
which switches it to Teleconnect. Teleconnect then sends the call over a private line to the
terminating LEe which terminates the call on an open end. The caller must dial a second
number at the Teleconnect switch. Teleconnect claims this is like ReadyLine - a single call. LEes
claimed that there were two calls: the first 800 call which was placed on an open end and
terminated on a closed end to Teleconnect's SWitch. followed by a second call, which originated
on a closed end at Teleconnect's switch and terminated on an open end



CCB: "[T]here is an assumption that an interstate communication extends
from the inception of a call to its completion. We are guided by that principle
here. Just as Commission regulation does not end with an intermediate switch,
neither does the character of [a] call change at [an] intermediate switch." en 24.

FCC: "We agree with the Bureau that a caller using the Teleconnect ACA
service is making a single call. As the Bureau correctly noted, both court and
Commission decisions have considered the end-to-end nature of the
communications more significant than the facilities used to complete such
communications. '" [T]he interstate communication itself extends from the
inception of a call to its completion, regardless of any intermediate facilities."<JI12.

"In general all of the defendants' arguments ignore the fact that ACA
service conveys a single communication from the caller to the called party.
Indeed, from the caller's point of view, any intermediate switching during the
call is, as Teleconnect claims, 'transparent.' The record reflects that the user of
ACA service intends to make a single call terminating not at the Teleconnect
intermediate switch, where the Megacom link ~DJ!~..but at the telephone line of
the called party." <JI 14 ..

• BellSouth Voicemail Preemption Case: FCC rejected argument that a
call to a voice mail service involves two separate, jurisdictionally
distinct calls: (i) the call to the telephone company switch; and (ii) the
call from the local switch to the voice mail apparatus. Rather, the FCC
found that there is a single interstate communication, the jurisdictional
boundaries of which were defined bv the location of the caller and the
voice-mail equipment the caller was accessing.

"[W]hen a caller is connected to BellSouth's voice mail service. " there is
a continuous two-way transmission path from the caller location to the voice
mail service." <JI9

"The language of the Act ... contradicts the narrow reading of our
jurisdiction urged by the states that would artificially terminate our jurisdiction
at the local switch and ignore the 'forwarding and deliver of [the]
communications' to the 'instrumentalities, facilities, apparatus and services' that
comprise BellSouth's voice mail service. en 11.

"Jurisdiction over interstate communications does not end at the local
switchboard, it continues to the transmission's ultimate destination." <jf 12
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Calls to ISPs are technically identical to FG-A Access Service

• There are characteristics of Internet traffic that are shared by local calls. For
example, LECs carry this traffic over local interconnection trunks and ISPs
return answer supervision. But none of the characteristics cited are unique to
local traffic. All are shared by some form of interstate access traffic. For
example, LECs provide FG-A over local interconnection trunks and IXCs
return answer supervision. Likewise, LECs terminate interstate calls using
remote call forwarding interim number portability arrangements over local
interconnection trunks, and no one would suggest that such traffic is
therefore "local." The trunks don't define the traffic.

• § 6.8.11 of our FG-A access tariff in Illinois: "Calls from end users to
the seven digit local telephone numbers associated with Feature Group
A Switched Access Service are subject to Telephone Company local
and/or general exchange service tariff charges[.]"

• It has also been argued that LECs have treated the traffic as local for
separations and ARMIS reporting purposes. The same was also true of FG-A
for a period following implementation of the access charge rules. Also, until
recently the amount of ISP traffic was believed to be small and would not
have affected other rates given the rough justice nature of separations.

A Decision that CLEC Traffic is Local Would Make Terrible Public
Policy

• Recip comp would not advance local competition; it may help some CLEC
profits but it doesn't encourage CLEC entry into local business or residential
markets. CLECs will enter those markets based on their business cases for
local exchange services, not based on windfall profits from Internet traffic.

• In fact, the availability of recip comp for Internet traffic reduces the incentive of
CLECs to enter local mkts on afacilities basis, because if they serve an end user with
their own switching, they don't get recip comp when they deliver traffic to an ISP.

• On the other hand, ifCLEC resells Ameritech service and originates ISP traffic,
which is handed off to another CLEC, Ameritech gets only the wholesale local
exchange rate and it pays full recip compo

• Convergence of Internet and telephony. Qwest.

• FCC cedes jurisdiction over critical component of Internet traffic. Also
precludes FCC from imposing some form of modified access charge or of
phasing in access charges, as they are brought down to cost.
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• The FCC's conclusion that existing access charges should not apply is not
tantamount to a conclusion that no form of access charge is appropriate.
Digital Tornado: "The notion of usage charges should be distinguished from current
interstate access charges. ... The real question is whether ISPs should pay some new
cost-based usage charge."

• Inefficiencies: CLECs get far more than their costs or even the costs saved by
ILECs. See Exhibit comparing payments w / terminating costs.

• MFN rights act perversely: in contrast to the forward looking economic cost
methodology the FCC has embraced for other purposes, CLECs are able to
obtain the rate that applies to the least efficient competitor, the competitor
whose costs of terminating local traffic are highest.

• Recip comp was meant to establish a level playing field, not a windfall that is
tantamount to a subsidy.

• Increases the subsidy that voice access makes to the Internet.
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Qwest's Nacchio calls long distance "the most profitable
business in America, next to importing illegal cocaine"

TKUCOMMUNICAnONS

AT l~tlA '-.rE, __
IF _OIlrT 101I A'11"-'
Why long-distance Internet calling is about to take off

EO,'w can Qweat Communications the next I4IDl11lth1, we'B see a
" . get away with eharging just rapid' mip'ation," pred1ctl
-nw a minute any time for lang-dia- Naechio. Between 1_

tanee ca1ting--tbe u1tJ:a.aareaive prie- aDd 81, as much • $8
ing it announced on Dec:. 151 For one biDIon eou1d be 10It to
thiDa, accordiDr to President aDd Chief Internet telepholl1,
Executive Otftcer Joseph P. Naccbio, says 81m HaD, vice
"Long distance is still the most prof- president of re
itable business in America, next to 1m- search'at Action
porting Wegal cocaine." As head of lone- Information Ser
distance marketing for AT&T until last vices of Falla
year, he should know. Church, VL

Actually, Qwest can make its au~ "Internet tele
cious offer-and still match AT&T's 1~ phony is goJDc
to~ net margins-because it sends fnlm novelty to
its tramc over a private ftbeJ"oOptic net- m a ins t ream
work using Internet technology. That next year,"
method, says Nacchio, is far more efIi- agrees Jeffrey
cient than that of the conventional car- Kapn of consul
riers. Indeed, if Qwest makes its mark tanta Kapn '1llJe.
in long distance, it won't be for under- com Aasociatel.
cutting AT&T's best all-day rate by Besides being
fiOCI-it will be for proving that Inter- more eflicient than
net-based calling can steal significant standard voice net
amounts of tramc from ordinary long- works, wbieh consume
distance circuits. bandwidth even when
lIMY TO UK. Qwest's offer heralds the there II aDence during a ca11,
coming of age of Internet telephony. the new networks also byJ*8 con- •
Just a couple of years ago, making ventionallong-distance carriers, who
phone calls over the Internet was a must pay 10caHeceIa ehups aDd taxes.
challenge reserved for computer Such fees make up 4&IJ of the typical
whizzes. Consumers still will have to lcmg-diatanee eharae. Hall notes.
dial a few extra digits to make cheap Unlike the pioneers of Intemet tele
calls. But now. improved pc-based soft.. phony, bigger companies Uke Qwelt
ware and routers make .. ,. '0\ " - mostly route tramc
it~)e f~r Internet 5~ .'.. ~ ',. ..'.~ over their own net-

;ces=;~e:~~~~~~~ ...t~J =-gen::=t~:
phcae and fax caDs and ~~.- .•.~ ,....... ;'"r ' avoid the seratchy
seJId them over the In-'U~_••_,. IGUJld and half-eecoM
ternet or private data ....:-:. ,; ....-.~. delays of some Inter-I networks and then _.~:~~ . '. net phone setups.

co bad!: to the convention- t'~. ..' .~. Qwest IID't the only
I al phone network. . ,.~~.,..... company with big am-
~ As a mass market ',,- bitions in Net caDiDg.
~ . develops, companies ~ WorIdCom Inc." Inter-
; sueh as ATaT eou1d loee ' .~. . ., net diviIion, UUNet, is
5 millions of customers ~"ifi' taking aim at the $92
i and bOllons in revenue "'....__~. biDicm fax market. Ear-
~ to Internet callfng. "In ,1).~" .. . ly next year, it will of-

•
!
~

I

fer DatioDwide faxiDc for 1~ a minute,
ClIIIJIIC'id with the tn*al~ rite
of 15f a mute. Intemational fuel to
Britain will cost 19te a minute, half the
avenp rate DOW.

DeDv8J'oblled Qweat, which II build
ing • S2 bDlion Datloawide ftber.optie

Detwork, wiD offer ita 7.5¢
rate on calla ariywhere

in the eontiDeDtIl U. S.
I1:artinc in late Janu
ary in nine western
dtiel. The network
will expand to 125
JDII'bta bf I8I'Iy 1999,
when Qwest's nation
al DetwoliL II scbeduled

to be completed. Qwest
also plaDs fax, video

conferendng, and
other services.

Established
long-distance
providers are
making their
own forays with
the new technol
ogy. In August,

ATaT began offer
ing domestic and

long-distance calls
from Japan at 4()t1,

off normal rates.
Japan's Kokusai Den

shin Denwa Co. created a
subsidiary offering similar

services worldwide on Dec. 16.
Mel Communications Corp. and

Deutsche Telekom are running trials.
Whlle the data networks will help

cut domestic long-distance rates, the
big impact wiD be on international caDs.
The average long-distance call in the
U. S. costs about lk a minute, but the
average international price is 89¢, Hall
says. The gap has Uttle to do with the
extn coat of an international call,
which is marginal Rather, it reflects
the pridDg power of a small group of
suppUers. .

Hall predicts that phone company
revenues per minute on international
calla will fall more than 2K annually
through 2001 and continue to decline.
'"The wheel has been set into motion,"
says HaD. Nobody 1aIows how tar it will
spin, but at this point, it looks as if c0n

sumers will be the winners.
Br SWwn V. Bndl in Loa A~,

with Peter Elatrom in NtnIJ York
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QweatTo Offer tp·Bued Lons-DistaDee In8electecl CIties

AS $SiAn we" au

OF F

"i ... "",," : "'lUI. , hiliie 4i ....- :

- bill ., ..
Am sa us " .

~Week via lDdlvlclua1 IDe:. : lDtemette1ephony mould let • biI COIIUIlerdal booItwben QweIt
eoalBUlliCltioDllJltemadoDal IDc.1taItS derma1oDI~at a low15cents per minute around-the-clockto
custDaaerI in Dille Wutem markets in1ate Jamwy.

wl1h1ak we're the &It major CDD1p&1lJ to offerphone-to-phone Intemet telephoDY.tr Stephen Jac:obseD, aenlor wice
pNlldent {Qr CODJUmer~ said Monday.

The....will be tarpted at amaU buliDeau &Del COJII\IIUI1 wiWIIa to trade, offCOIr'IeIIieDce for rates at least 2S
pemlDtbelowttlole tJpICI1lyofferedbythebII10Dl-elltanclcompanies. A QweIt CUItOJDer wBl hM; to dtI1a1ocal
imIDIMIr IDdtbeD I pauwordberote the JlWDben for aPen call. "Js itfor tletJbadJ? AbIo1uIeIynot· Jacablen,.-.led. aM..thathis compaDY.is workUtcto secure euy-to-remember accea numben and to reduce the amount of
extra ell'" euat.omers mut do.

8d1. the IIrvicewID. be easierand mote wicJely IVIDlblethan has been the caefor IntemettelephoDy, which in most
CallI requIns I personal computl!rwltb a apecial wice cud IDd demands tilepanla to lChedule the can.
Qwut'"ithu OftICOme call-qualitJ.... that haw~Intem.1t te1ephonybywme of...ot....paebtI
traDIIIlilbd 0'fWapatl:lnwDrk ofnelwDrks, tDstea4 ofthe . c:onDed:IoJU oftbe amventioullW1tcbedpboM
..,.....1M'"arethat Qwest's state-of-the-art fiber-optk: network requires neither data compreaion DOr COIMl'Iion
betweeD cIIfereDt Dtl'WOrk tedmo1opa, Jacoban laid.

1'be tDidal maruta are ADlhdm. LoaAnptes, Oakland. S&craII1erltO, San Frandro IDd San.TOIe, CIUf.; Deaftr, Xamu
atr.Ea; mcl8l1tLakeatJ. QwestplaN to lDc:reuethe mUllbel' of....tD 25 by Ddc1-1998 &DC1 tl» I2S by-rJy
1999. 'the roUoutwm follow the companY. weat-to--eut network 'buildout to CODDf.Ct~D1' popullt\on c:eatm.

~ tbe potential..ofthe market. JacobIeD said only: WIt'. not a nit, that's for sure. Howbt& a market It
becoma. weenfta"e to lee."

1.1ta, ..... rIIte appUa 0J11t1te-to-1tate ea1JI within the 48 CODt5pous ItatIL ID...eate caDI maybemore Drless
fAI"CDIM, dlpeDdlDc an npJabxa' ntaltnJc:tl1nlandcompatitM c:ondltioDl" Jac:obeen laid. He aid an
lIIJI011Ja1Dent oniDtematioDll raUb,! would be forthcoming.
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t

J....~. appaOlCh, CI11ea dill laID 110cII~~ wMre1helr...uetllUformed iDto cJi&ital
.;II of.........and trIDIInitled ow:rtbeQWllt· Once therNldldtelrdeltillltkm. the}llCbtl willbe

~D~~!Ilto ..~~.~~~~~~~~~~D~- _._-_.-\-

~ QweIt'. netwoIt inIteId ofAftTI or lOale other IOIII-diltanc:e c:aniets. or e l
1 that.. e account a /

~"""I'I\'IIIU& oq ... ~.&I2d thqllsa co ....__ .~ ..._. e partlon ofthe lacal PhO~~J- ..-.,....... . -- .. _... . ..

~-~-~ra~te~of:-:about:::'.~7~.s-=-centl= permirmta ilibout lWfwhatsmall 'buIineIMIlDcl CODIUIDIIS payto mike caDs duriq
,....haan under the plume companies'~ plana. Promotional rata from the phone compaDiello IS low u 10
:.mtI a minute.

JweIt'.lIItWark daa not reach every part ofthe United States. But IUhIcrtbers to the DeWservk:e will be able to call
~ til the c:ountty at DO ext:ra dwp because Qwut wm bear the cost: ofcazmectlnlto conventional phone
..,Ibwbere necessary.

Joteph P. Naa:blo, presideat aDd ClO ofQweIt. aid. "We are fundamentally sh1ftitlI the cost curve and the price curve
:or\lWlY much a mus-marketed. ubiquitous semce."
~I network usa Internet Protocol. the teclmique uaed to delMr lDfarmation over the Internet. Nevertheless, It
...from 1D.temet telephony lemces In IC'IeI'a1 imponut respects.

1'be tJpical :I.DterMtphone ..nice traumitl calls from computer to colDJ)\Jter, not pIIoDe to phone, and the Icnmd
~uaI1t7teds to be poorbec:auR ofthe techniques used to speed the 110"ofthe pIC1retI O¥eI'the lDtemet. Qwelt'l
netwoIthu 10 much capacitlY, N.cchio .ic!. that itdoes !lot have to maR comprumtlelln IOUDd qualityin order to
:IaDIIIlit ca11I. .

At. cable lVlMaltl'Y trade showlastweek. Kftl'a1 COlDpu1eI c1emoutm.ed. that the IOUIU! quality ofca11s tranIIIlltted
M IIltImet Protocol is DO differeDt fromc:onmdo~ CIDIlftheytrave1 on I hiP-e:apadtylJ8tWOrk. And QweIt
is "pmbablyoneoftheb_posidoDe4broadband· to see this (tpofphone servlce) on, simply becauae it·.
new, it, freIb tedmolOlY,lt's low us..and they've got the capability,· said Barbara !lb, an analystat Zona Research
in Rec1wood City.

"What thiI wU1 do,- Ilkadded, -ulpurthe te1ephane companies to Jet into tbiI (tYPe of.mea) for theirown
pratecliOll.• 11ltpb:me computes a1Io have to wony about the cable inc:lust:tyand ita bI&h-.peed cable modems, whim
couldBUwtIe make lnexpenIlft phone IervIce pouible.

~baa two cUstinet adftntaps eMU' Qwesrs terW:e: Itcosta WtuaDynotb!D& and It caD be UIed
. . . 7- Naa:hio aJd that~s p1aD is to apadlts aemce evatuallyto Include 1ntematlonal caJ1InI, but
ftnt it must complete hi netwoIk in the UnitedStItes.

LIUCbed in 1918by rallroaci t,ycoon PhD!p ADlchutz, Qwut bepnby 1&JiD& itaUnu throuab Southern Pldtic
riIht-of-way. Nacebio said thattbat the newlcmg-distance semce was the first ofmanyretail AmC2S that the company
plumed to launch.

Visit Men:azyCeDter. the WorldWideWeb lite ofthe san Jose Men::wyNew., at http://www.ljDlercuzy.COID

(c) 1t97. SanJOR (CIllf.) MerauyNeWi. DiItributedbyXDiIht-lUd.4er/Tdbulle IUlinaa News.
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:a.twaet Tec1miques for LoDs-Distance c.Da Pro.m- Cost Revolution

ASaEQ .=,es, , ... c • : , At • UU4. unu",_, EiSiE: e" a at .: b Cia " Me 4

)ate: 7'7 _ .oec.mberJ6.. 1991
"kJIIn:e: Ban-'-ltICI"CSII'YN8ws
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)anJoae~N3Wlu1Cn1&ht-lUdd.cr/Tribune11a Individual Inc. : ByJon Hell.,., BaD 30ae MercwyNews, Calif.
~-J1dder,rrribuDe BusinessNews

Jec:.15-AftnI& conmmen can IlImpse • nc:wera in10W<01ttelephoneCDlllmunicatlcm today. u~
::ammUDkatloDS announces the!rstloDl~servlce that UIII Internet techDiquel to transmitCDDWDtional phone
:alls.

l11e.w.e. whlch is tarpted at consumers and IIDIIl buIiDesIa, wm be aaiIabJe in lateJIJWI1)'mDine cities,
indudi,...J...San FraDciIc:o ancl OaIldaD4. Ju.... from CW'l'IIItUlduIb';ypricel, phoftl eattoaers Inthole ddea
will &ui Qwest'. semce. at 1.5 amts I minute. far IDd awaythe teatexpeosM option MDableto them.

Q-*IIID upstart. Dezwer-buedfinn that 11bui1cUD& an eDDlIDOUI fiber-optic Detwork to serve much oftbe UDitad
StIteIIDClMGlco. SO far, its main line ofbusme. has been prcwiclilll communie:aticml capac:lty wholesale to other
phone COIIIpanig

Its mG'eIato retd1081dJltameNabli&btlhowthe CDIIIIIlUDlc:atlou iDduItzyil chi"''''UDderthelDftueDCI of
compatertedmalo&Y. ftDm awh:e-orieDIId appmachto. cJata-ortated approach. It......DeWattack on the
inc:a.JmJet pbODe computes, bodllOfti~ aDd1ocal. byftrms that prcmde CODIUIDen • Dovel way to CDDftect.

IDd.eed, the peIlteIt'threat to the phoDe companies IDlYcallie from "broIldbIncl- networb like Qwest'1, which CaD mow
IDfonaadoa futer aDd more etIIdmt1y than the re&IoDli BeJ1I orADT can.NumeroashJIh-tedma1~es.
iDdudiniSCom and Intel. are exploring ways to UIe the broadband cableTV netwDrkI tobyp.- co .. pboDe
networb. Otbercompaniel are aft'erlD& -Intemet telephony,· which transmits voices ftom computer to computer OWl'
the lDtemet at low coat - and. 10 far,low quality.

Portbeirpan. the phone CDmpanlel are I1nady be&InDIDc to respond to thecom~preuure. testma and
IIlt:rodDdllllea~.,.to IDCM tnformatlcm CMl'tbelr DIt'WOrb at hilher .pee&."..indude such
data-odeateelani=- u ADSL, or u,mmetric dJIltI1 subscriber line.

~ cIiIct-.d ita IDlt:iatiw in an inteMewwith the MercuryNews that came too late to obtain comment from
campetiD& .mces.
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QWBST TO OFPEll INTERNET-LIKE LONG DISTANCE SBIlVlCE

diU 45 : , iii4 mu.'.iiiww:aht.hiCiM am.:» La:::_ la: aiMa. au, up we".: sa _au" i4 W' as ,:.

- .'

COMIItJMICATlONS DAILY~ IndiYidual Inc. : Qwest will introduce Intemet Protocol (IP) telephony serrice in Jan. in
9dtieI,~wei MOD. LoD& &tmc:e c:aI1I wDJ require extra. steps but wm coat 7.s c:euts pel'mJD. QuIlttyand
reUabIltywB1 be 011 parwith tradltkmaJ senice, Qwest said.

"CoIltl'OlW latroduetion" willsem~ Denver, ianNI City (Kan.,), L.A.. o.kland, 8Iaulento.SIltLake CIty,
San lnDdIco. &anJo-. ow- expectS to expand to 2S cities by IUJDJDV md 125wben itcom.pIeteIl6,ooo-mne
network In 2Zld quarter of1999. Cwrently, 3,350 mDes are actM and at least another2,2SO miles hawb.u lnItallecL

CODlUlMrl wiD haw to make local call to Qwest network, enter puIWOnl. the place 10111 d!Ita1Ice calL compaayUk1
"eDOmaoua 'bu4wIdtb. ofDetwoItallowslt to IIDdvoice tnfBcwidIout comp!Ullon 1Dc:l ......problemt thathaft
plllP- Dtte!epbDDY.lUch as ll1m1q- nodceabJedel.,. between .,.MalandheariDI-and~
trI1IImIIIlDa.. Service will be offered at flat rate considerably lower thin thole ofcompetiton sud1 as ADa and MeI, yet
spoMiwomID MaE)' Strombey Slid it Itt11 wm tum profit on IP ca11a.

MallybunIIlIIltiD IIlUitbe cleared. for ftDtUre to succeed. MarUtmcofDeW'"WDII'tbe easyorcheap, MCI
.....~HOIkiDIaid. He AkI ccmaumeraWGIl\awltchUIIII_try tt..... IIIC1..coa6dI1rIe
with Its...,.. Jut he andothmcw4 tbatteebnoJa&yhubltcbt futwI, only bIiDc whea aDdfor'"
MClaad'ATWrIlave IdtDowtedpd that50" ofphone trifle wm be OD. IPwidab1lO)aII and IIIcl they wwre ItudrIDI
maNacsimilar offen. UUDetalreadyoff... Jntemet-based fax semClS, which bypas lcmz dIs1:aDce dwps. Mldor
hiDdraDce to JJIl telephony has been reliance OD slow, unreliable pubUc IDtemet.

~ compel)'huD'tbeeD known as phone lervice proWler. MOlt of. m8IlUeI haft come from CODIU1JCttoIl
aDd wboI....itIi Mtw01tto otber canten. Its Srd-quarter~ from comJDel"dlll .....1DOItIyUDbzudecl
dtaHrouDd. wu only.1L4 mWfoa,==with '.oSmmkmfrom c:oDItnac.ttoD. QweIt IU.OUDCId5da1a IIIOtt.
WOIth__of$90 r:dDtlDn to provlde • clark tiber.
- _. saa .0 _

~ IlIIdII1 flnmbJ fO'''''''1 DJdIyjdgal. Inr.l
DIIii1 [Opl(<PrevStoIy] [NextStory >] [011.....'

F _ T ., Fl.' • 7 AI"

tndividual



Ill. C. C. Docket Nos. 97-0404,97-0525,97-0519
Ameritech illinois Ex. 1.0 (panfil)

Exhibit No. 1.4, Page 1 of 5

Voc:atTec IPhone 5.0 - Pc-to-Phone http://www.voe:altee.c:om/products/iphone5/pctophone.htm

Signing up for service is easy.

Choosing an ITSP and placing a call

~Order Now
Hom. Search

Phone _

• St!M;t • Illy or !lQ!!$y ypu wgyId U!It lQ GIll
• C"-t !lllm till lilt oIlTSP"s who PfO\'idlI Mrviclto th. region you selectld and cicIc the link \0 1111

lTSP's webIi\e.

• Sublc:rt:lIto IhIITSP !lllm IhI WfItJ.

• ThllTSP will pIU\IidI you with an Inllmll PhonI Slrviee file with I user n.me and password.

• S.ve the Inllrnet Phone Slrvice file to your herd drive.

• Dial the phone nurreer in IhI call WIndow end PIMS the CIlI buIIon.

After this initial set up process, making phone calls is as easy as dialing and clicking
Call.

Intfrnet
Phone

Pet 0

Interne1 Phone 5'. integration with VocalTec's revolutionaty Telephony Gateway
technology makes Il possible to call a regular telephone over the Intemet By signing up
with an Intemet Telephony Service Provider (ITSP), you take advantage of tremendous
cost savings by sending your caIt over the Internet to the ITSP'. VocalTee Telephony
Gateway. The Gateway then sends your call over the Public Switched Telephone
Network to a regular phone. The person you're calling doesn't even need to know the
Internet exists!

C.II regular telephones throughout the world without paying regular long
dlatance r.t...

• " I'., flIliU) \t. ~. V Q'-O 1

1 -2 -3 ·1
.. 4 -5-6 I
-1 -8 -9 I
* 0 :#

;
: 0 '
f -.:- Do.... ·'·~"'_._._-_. - .
'[>'0 e J . rtiS'e"Zl'ns;;f
Ii .• ·.• u·ra___ '.• --. ·r~~~-..............

• Start In,,"* Phone .nd choose PhonIIMenu Of dielt
the OilIer icon (1ho\Im in rId). Th. DiIller window

eppearI.

• SeIec:Ith. lTSP 'rom the list appearing in the drop box

under the qyped.

• EnlIr the country c:ode. 'rN code, end phon. nurrCe~
eIIher by UIinll your keyboard or by ciclcing the

nurrCers on IhI keypId with your mouN.

• P,.. IhI eel button 10 plec. your can.

• The VocalTec TeIepIlony Ge.-ay allhllTSP cnecks
your _me and pessword .utomItically to validale

lhIl you are authorized 10 use this gateway.

,-
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VocalTec Internet Phone 5.0 ·O\'l!f\;ew http://wv...W.vocaltec.com/products/iphone5/o\.l!f\;eIo\·.htm

"Order Now
Home Search

Overview

Making a face-to-face business
meeting no matter where you
are?

CdIng from your PC throughout
the WOl1d - even to your parents
back home- withoUt paying long
diltance?

'. Seeing the face of a tar away
loved one as often as you like?

'".~

.- .,~ ,.", "'1""
....~

JJZ' .~" ," ... , ,

;

" , J

r.

Have you ever dreamed of:

Anew telephone has been born. Join the millions who have
already discovered and become part of the Internet Telephony
revolution. Now you can have unlimited long distance phone
conversations with enhanced audio and video quality end a fun
suite of multimedia features at your finger tips. see the person
you are connected with in real time motion - Send voice man 
Make direct calls - Exchange files - Create. edit and view
documents in real-time with others from around the wOl1d.

, .•. ,' ~-'. ""-*~':.:K', _&a':~:,:-:,,:~,

.' ... ",~<:. Having instant access to people
, ='e .; , 'cd 'Z.) around the globe who share the
e' . -. .... .- .c( same interests as you?
--_.' -, ."'!'. ',.' '-'~~-.iiIiJif

.IE:~-":'l:=s:r

.,~-- . ,r ~ standard in Internet Telephony
:-'. . -_. . software.

Multimedia Communication· Talk, View and Share

Call a regular phone

With Intemet Phone Relea.. 5. you can make Intemet Phone
calls from your computer to a regular telephone - made possible
through integration with VocaJTec's revolutionary Telephony
Gateway technology.

Community Browser

The Community Browser serves as your virtual neighborhood in
cyberspace. More than just text chat, the Community Browser lets
you meet and speak with others around the workl with similar
interests.

Whether you're calling a family member. business associate or
jutt looking for a new friend in another part of the wor1d. Internet
Phone will connect you in a way you never thought possible. Now
more than ever, there's no need to worry about long distance. The
whole wortd Is only an Intemet Phone cell away.
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' , ..5IrJIcts .
V WtrI..... fttIII k

call Mgu18, telephones throughout the world without ~y1ng
regu18, long distance rates.

Wlicome to the VoCIITec Wol1dwide Virtual Phone NetwoItt. Internet Phon. 5's
integration Vtith VOCIIITee', revolutionary Telephony Gr:ewty technology mak. it
poseible to can a regular telephone over the internet

Sign up with an Internet Service Provider (lTSP), and you1 be able to take advantage of
tremendous savings by calling from your PC or phone tI:l a regular phone anywhere in
the world.

Click on the ar.a of the map you wish to call, choose from a list of participating
ITSP's, sign up for service and start saving on long distance caBs.

Please Note: for optimal performance, a fU!!-duP'U sour-d card is recommended.
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http://www.bimans.com/SerYice/callingrate.htm

~

.Coverage and Rates

USA Wuhinpon DC .O.10/ftnt miD.. 301,703,202IO.O'S/add. min.

San Francisco
,O.10/ftnt min. 1 415IO.O'S/add. min.

San Jose ,O.10/ftnt min. 1 408IO.O'S/add. min.

Los Angles ,O.10/ftnt min. 1 818,310,203IO.07S/add. min.

other cities IO.12/min. 1 all other area code
China Beijing IO.S9/min. 86 10

Hong Kong IO.30/min. 852 all area code
Taiwan All Cities IO.22/min. 886 all area code
Korea All Cities IO.22/min. 82 all area code
Lebanon All Cities O.45/min. 961 01,03,04,05,06,07,08,09

• Always dial country code, area code with phone number no matter where you are.

• To get the best performance, please use headset and full duplex sound card.

• All rates are subject to change. Biztrans will announce rate change and effective date
to service subscribers via email. Please chech back often to see the new support area and new rates.
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WebPhone

_C_ ...:::=:=. .=

http://_·.C)'ben:aex.net/webpbone/

..".......Teo.

WebPhone is the professional, full featured Internet
telephone with integrated voi~mail from NetSpeak. WebPhone provides telephone quality, real-time, full
duplex, encrypted, point-to-point voice communication over the Internet and other TCPlIP based ne
tworks. Using WebPhone, you can talk to anyone, anywhere on earth without incurring any long distance
charges.

Major Features

• Telephone Quality Audio
• Point-to-Point Calling via e-mail Addresses
• Full Duplex Voice Communications
• Integrated Voice-Mail System
• Complete Caller ID
• Personal WebPhone Number Directory
• 4 Lines for up to 4 Simultaneous Conversations
• Call Holding, Muting and Blocking
• Interactive Multimedia· User Manual
• and much more

System Requirements

• Windows" 3.1, Windows for Workgroups 3.x, WIN 95, WIN NT or
Win-OS/2 Warp
• 80486 - 33MHz PC or faster
• 14.4 Kb Modem with error correction or faster Internet connection
• 5 MB of free disk space
• MCI compliant sound card with microhpone & speakers
• Winsock 1.0 or greater compliant Winsock library
• SVGA display adaptor with 256 or more colors limitations

limitations
• 3 minutes of talk time allowed per call
• Only 1line may be used
• Amaximum of 3 Phone Directory entries allowed
.2 received Voice-Mail Messages can be retained
• 1custom OGM may be defined

You may remove these limitations by activating your WebPhone

Get the WebPhone

Download the phone from: Cybemex, Inc. at ftp.cybemex.net/webphone/
Select the file wrSEIUP.EXE (1,422,704 bytes)



End User Revenues Compared to Cost for
Typical Local Voice Calls and Internet Calls
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• Revenue Received
from End User by
Ameritech Illinois

• Cost When Terminating
on Ameritech Illinois
Network

• Cost When
TermInatIng on
WorldCom Network

o Cost When
Terminating on
TCG Network

EJCost When
Terminating on
MCI NetworkRelldence

Unllmedl50
Minute eel to

ISP

Relldence
UntImed40

Minute eel to
ISP

Relldence
Untlmed20

Minute e.1 to
ISP

NOTICE
PROPRETARY DATA

NOT FOR USE OR DI8CL08UIE OUT81DE A_RlTECH
EXCEPT UNDER ""'TTEN AGREEJENT

Average
Relldence

Untlmed Lacel
e.1

Averagee.1
subject to Locel
eompenutlon

$0.70 -r"1--------------

$0.60 -+-1----------------1

$0.50 -1-1----------------1

$0.40 -1-1----------

$0.30 -l-I-----------

$0.20 -+-1----------'1

$0.10 ..J-I----------1

$0.00
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6.1 R'" Regulations (Cont'd)
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TARIFF F.C.C. NO.2
Ith Rmsed Page 202

Cancels 5th Revised P_ 202

ACCESS SERVICE

6.1.10 Application of R.tes for Extension Service

Feature Group A Switched Access S.rvice is available with extensions, I.e., additional
terminations of the service at different building(s) in the same or a different LATA.
Feature Group A extensions in the same LATA and same state are charged for under
the Telephone Company's local and/or general exchange service tariffs. Feature
Group A extensions in different LATAs are provided and charged for as Special
Access Service. The rate elements which apply are: A Direct Analog Service Local
Distribution Channel. Channel Mileage Terminations and Channel Mileage, if
applicable. and Signaling Capability, if applicable. All appropriate monthly rates and
nonrecurring charges set forth in 7.5.3 following will set forth in 7.5.3 following will
apply. Such extensions are ordered as set forth in 5.2 preceding.

6.1.11 M••••ge Unit Credit

rs associated with I
ne om ocal

a r eneral un II
$:!es as .pJF!icable). The monthly bins rendered to customers for their Feature

roup A swirc ea Access Service will include a credit to retied any message unit
charges collected from their end users under the Telephone Company's local and/or
general exchange service tariffs. The credit will apply for recorded originating usage
or for assumed originating usage, as appropriate for the FGA service proVided. When
the credit is applied on assumed usage, such credit will not exceed the assumed levels
of usage set forth in 6.8.7 preceding. No message unit credit will apply for any
terminating FGA access minutes. The message unit credit for originating access
minutes is as set forth in 6.9.5 following.

6.1.12 Loc.1 Information Delivery Services

Calls over Switched Access in the terminating direction to certain community
information services will be rated under the applicable rates for Switched Access
Service as set forth in 6.9 fallowing. In addition, the charges per call as specified
under the Telephone Company's local and/or general exchange service tariffs. e.g.,
976 (DIAL-IT) Network Services. will also apply.

Issued: August 25, 19M Effective: December 15,191"

Director, Federal Regulatory PI.nning & Policy, 4G62
2000 W. Ameritech Center Drive

Hoffman Estates, Illinois 60196-1025
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IWNOIS BELL TELEPHONE COMPANY

ACCESS SERVICE

•• Switched Access Service (Confd)

••• Rate Regulations (Cont'd)

••••10 Application of Rates for Extension Service

ILL. C.C. NO. 21
Original Page 202

Feature Group A Switched Access Service is available with extensions, Le., additional
terminations of the service at different building(s) in the same or a different MSA.
Feature Group A extensions in the same MSA and same state are charged for under
the Telephone Companys local and/or general eXchange service tariffs. Feature
Group A extensions in different MSAs are provided and charged for as Special Access
Service. The rate elements which apply are: A Direct Analog Service Local
Distribution Channel, Channel Mileage Terminations and Channel Mileage, if
applicable. and Signaling Capability, if applicable. All appropriate monthly rates and
nonrecurring charges set forth in 7.5.3 following will set forth in 7.5.3 following will
apply. Such extensions are ordered as set forth in 5.2 preceding.

1•••11 M.ssage Unit Credit

•.••12 Local Information Delivery Services

Calls over Switched Access in the terminating direction to certain community
information services will be rated under the applicable rates for Switched Access
Service as set forth in 6.9 following. In addition, the charges per call as specified
under the Telephone Company's local and/or general exchange service tariffs, e.g.,
976 (DIAL-IT) Network Services, will also apply.

Material formel1y appeared in ILL. C. C. No. 15, Sections 6.8.7 and 6.8.10. Page 222 and Section 6.8.11.
Page 222.1.
Issued: February 16. 1996 Effective: April 1, 1996

By D. H. Gebhardt. Vice Pres. - Reg. Affairs
225 W. Randolph Street
Chicaoo. Illinois 60606


